bra si 5! ee 8 se 7 ot ; 
g ae gs 
ws 24 , i = oe 


" Ma tare fi 2. 
a 72 «Oe hs AM a s . » * 


eon aes ac cae es: aay 


a 
«? 2) 
’ 


re ia Pi ——4 } 
ae es Mice 
, a eed Gow >a 
oe ‘SS 4 f 
‘ ; . “ z 
Je 12% . 2 ‘ 
ce web t ae 
ae * 
’ ; ~«§ * . $ 
recy es irae + Seed eEONE eB 
. . ’ = sis 
. , Py " ® Aye her th sae ; ’ ; A be 5 
Fe oy = t ¥ ay 
7 fs OH eas “, 
3 z . 
‘ & 
as rs 
+ + : 
* 
*. G24 “ 
7. 
be Ne 


PANS: VED r a 
Se coshinhad naps a 


if : , 


ban! 


aie 


¥ 

ad 
a 
“3 


ty 


¢ 


Vw 


ot 


‘American jobs and prosperity are reason enough for us to be 
working at mastering the essentials of the global economy 

... this new fabric of commerce will also shape global 
prosperity or the lack of it and with it the prospects of people 
around the world for democracy, freedom and peace.” 


PRESIDENT BILL CLINTON 
February 26, 1993 


“We need a federal government that delivers more for less 


... that treats its taxpayers as if they were customers.” 


Vice PRESIDENT AL GORE 
May 24, 1993 
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A MESSAGE FROM THE 
PRESIDENT OF OPIC 


RESIDENT CLINTON HAS MADE OPENING NEW MARKETS AND 
assisting U.S. businesses a cornerstone of his Administra- 
tion. Since I arrived at OPIC in mid-year, we have taken a 
number of steps to achieve these goals. Over the long term, 
our efforts will help make American businesses more competitive, 
create tens of thousands of jobs at home and abroad, generate 
billions of dollars in American exports, and further America’s 
foreign policy and economic interests. 
This has been a dramatic year in U.S. foreign policy. In 
1993, Congress passed the Russian aid package, Israel and the 
Palestine Liberation Organization signed their peace accord on 
the White House iawr., and America lifted its remaining Federal 
sanctions against South Africa once sufficient progress toward a 


multi-party democracy was made. 


We responded to these events. Because of OPIC’s innova- 
tive work in these strategically important regions, the agency has 
received increased funding and is better able to help American 
businesses in emerging market economies throughout the world. 


THe New INDEPENDENT STATES 


AND CENTRAL @& EASTERN EUROPE 


T ncluded in the Russian aid package 
passed by Congress this year is 
authority to provide up to $1 billion 
of loan guaranties to support American 
investment in the New Independent 
States of the former Soviet Union 
(NIS). 

in addition to this $1 billion, 
OPIC is offering American investors 
$1.5 billion of political risk insurance 
for investment in the NIS. This total 
of $2.5 billion is seven times more than 
OPIC offered last year and illustrates 
our commitmenr to these new coun- 
tries struggling to build viable econo- 
mies. 

Our efforts in the NIS alone could 
generate $2 billion in American 
exports, create and maintain 38,000 
U.S. jobs, and leverage several billion 
dollars of investment for the Russiaa 
economy. 
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To help American businesses invest 
in larger ventures, we doubled the 
maximum amount of insurance and 
quadrupled the amount of financing we 
will commit to an individual project. 
OPIC’s new per project limits are 
$200 million in insurance and 
$200 million in finance. 

In Russia and the other republics, 
events are difficult to predict and the 
unexpected will often occur. Neverthe- 
less, the long-term policy of the U.S. 
Government will re.nain steady—to 
encourage democracy and market 
reform by supporting American 
investment in the region. OPIC will be 
a leader in this historic effort. 

Already, more companies than ever 
arc seeking OPIC finance and insur- 
ance. In only two months—December 
1993 and January 1994—I signed ni‘ne 
protocols supporting U.S. investment 


in Russia, Kyrgyzstan, Kazakhstan and 


Belarus. These ventures were in fields 


as varied as telecommunications, 
mining, defense conversion and 
petroleum production. 

In addition to finance and insur- 
ance, OPIC has stepped up its other 
services for the region, including 
investment missions, briefing American 
executives on business opportunities, 
and producing business publications 
useful to potential investors. 

An OPIC activity that has been 
especially exciting this past year was our 
commitment to Russia Partners 
Company L.P.—an unprecedented, 
innovative joint Russian and U.S. 
Government-backed equity fund to 
support American investment in the 
New Independent States. When fully 
capitalized, the fund could generate 
several hundred million dollars of 
investment in the NIS and will be 
instrumental in giving these developing 
economies access to new international 
capital. 

OPIC is guaranteeing 75 percent of 
the $100 million to be raised from 
private institutional investors to 
capitalize the fund. The Russian 
Federation invested an additional 
$5 million in the fund and will share 
in OPIC’s guaranty obligation in an 


amount up to $20 million. 


“Our efforts will help make American businesses more competitive, 
create tens of thousands of jobs at home and abroad, 
generate billions of dollars in American exports, 


and further Americas foreign policy and economic interests.” 


In Central and Eastern Europe, 
OPIC already has committed 
$1.7 billion in finance and insurance. 
There, OPIC is supporting Poland 
Partners L.P., a private investment fund 
that will generate a quarter-billion 
dollars of American investment in 
Poland. Half of the 16 investors in this 
fund will be U.S. labor union pension 


plans. 


INITIATIVES IN SOUTH AFRICA, 

West BAnK & GAZA, AND 

LATIN AMERICA 

P resident Clinton has asked us to 
u 


ndertake a number of other 
initiatives. 

In South Africa, OPIC is helping to 
further the Administration’s goal of 
supporting multi-party, non-racial 
democracy by promoting new Ameri- 
can business investment, particularly in 
the country’s disadvantaged commu- 
nity. Late in the year, OPIC and the 
South African government signed a 
bilateral agreement, allowing us to offer 
for the first time finance and insurance 
to U.S. investors. 

In the West Bank and Gaza, 
President Clinton asked OPIC to 
provide backing to American invest- 
ment as the peace process moves 
forward to allow Palestinian autonomy. 

In Latin America, which accounts 
for 40 percent of the OPIC portfolio, 
we launched an initiative to provide 
American private investors with 
$1.7 billion more in insurance and 
financing. Much of this will go toward 
ventures in the growing environmental 
goods and services sector. This market, 
already estimated at $2 billion, is 
expected to grow 25 to 30 percent 


each year over the next decade as Latin 
American nations privatize their energy 
industries and tighten environmental 
laws. 

To capitalize on this growing 
market, I led the first-ever U.S. Gov- 
ernment-sponsored mission to Latin 
America that specifically focused on 
environmental investment. Executives 
of 20 U.S. companies met with busi- 
ness and political leaders in Brazil, 


Argentina, and Chile. 


PROTECTING 
THE ENVIRONMENT 


— the market for 
environmental goods and services 
is estimated at $200 to $300 billion 
and projected to double by the end of 
the century. But many innovative 
American environmental technology 
companies are too small or undercapi- 
talized to take advantage of this huge 
and rapidly expanding market. 

To help these smaller companies, 
and larger businesses also interested in 
environmental investment, OPIC is 
underwriting the Global Environment 
Emerging Markets Fund. This is the 
first environmentally oriented U.S. 
Government-backed investment fund, 
and it could generate a half-billion 
dollars or more in American projects 
worldwide. The new fund promises to 
level the playing field for American 
companies competing in the global 
marketplace against foreign companies 
that often receive generous support 
from their own governments. 

The fund will work with a wide 
range of U.S. firms offering water and 
air pollution prevention, renewable 
energy, energy efficiency, recycling, and 
other environmental products and 
services. 


COMMITMENT 
TO BUSINESS 


PIC offers American businesses 

unique financial, insurance, and 
preinvestment services. With each 
project that we back, OPIC works with 
Congress and business to maintain its 
continuing commitment to helpi xg the 
U.S. economy, protecting worker. 
rights, and preserving the local environ- 
ment. 

This annual report is designed to 
show American business executives and 
entrepreneurs how OPIC works and 
the ways in which our finance and 
insurance programs can be used. These 
programs are flexible, innovative, and 
driven by market demands. They are 
important to supporting U.S. invest- 
ment in the fastest growing, but oft- 
times riskiest, economies in the world. 

This has been a challenging and 
exciting year for OPIC as it helped 
American business take advantage of 
fresh opportunities in new and expand- 
ing markets, and as it furthers the 
foreign policy goals set by President 
Clinton. The coming year wi!’ be 
every bit as challenging. 


~ edt 12 Ned 


RUTH R. HARKIN 
President & Chief “xecutive Officer 
Overseas Private Invescment Corporation 
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“OPIC prides itself on 
Its custoyler-driven 
approach to providing 
innovative financing and 
insurance to U.S. 
companies investing In 
the worlds most 


challenging markegs. ?” 


Tus 1s OPIC 


Since 1971, OPIC has supported investments worth more than 
$60 billion, generating approximately $27 billion in 
U.S. exports and creating nearly 100,000 American jobs. 


MERICAN BUSINESS INVESTMENT CVERSEAS CONTRIBUTES 
substantially to the strength and growth of the U.S. 
economy by improving American competitiveness in the 
international marketplace. It also helps less developed na- 
tions expand their economies and become valuable markets 
for U.S. goods and services, thereby increasing U.S. exports 
and creating American jobs. 

In fact, nearly one-third of all U.S. exports go to 
American subsidiaries and business affiliates abroad. Further, 
the world’s developing countries absorb over 40 percent of 
U.S. exports—some $185 billion annually—and are among 
today’s fastest growing markets. The Overseas Private Invest- 
ment Corporation, OPIC, plays an important role in helping 
U.S. firms reach these expanding markets. 

Since it began operations in 1971, OPIC has been the 
key U.S. Government agency that encourages American 
private business investment in developing countries. In recent 
years, this role has been expanded to include newly emerging 
democracies and fledgling free market economies as well. 
Currently, OPIC programs are available for new and expand- 
ing business enterprises in some 140 countries worldwide. 

OPIC assists American investors through three princi- 
pal programs: financing of businesses through loans and loan 
guaranties; insuring investments against a broad range of 
political risks; and providing a variety of other investor ser- 
vices. All of these programs are designed to reduce the risks 
associated with overseas investment. 

OPIC is a self-sustaining agency, and is structured to 
be responsive to private business. It has recorded a positive 
net income for every year of operations. It has returned its 
initial start-up appropriations to the U.S. Treasury and 
operates at no net cost to the taxpayer. By the end of fiscal 
year 1993, OPIC had accumulated reserves of more than 
$2 billion. A = © OPIC’s guaranty and insurance obligations 
are backed by the full faith and credit of the United States of 
America. 


INVESTMENT FINANCE 

PIC implements its financing program through 

loans and loan guaranties that provide medium- to 
long-term funding to ventures involving significant equity 
and/or management participation by U.S. businesses. 
For projects sponsored by U.S. small businesses or coop- 
eratives, financing may be provided through loans, gener- 
ally ranging from $2 million to $10 million. Loan guaran- 
ties, which typically are used for larger projects, are issued 
to U.S. financial institutions and generally range in size 
from $10 million to $75 million, though in certain 
instances they can be as high as $200 million. 

OPIC also supports a family of privately managed 

investment funds in various regions and business sectors. 


INVESTOR SERVICES 

PIC conducts periodic investment missions and 

reverse missions tor selected countries. The missions 
provide U.S. Companies with a unique and valuable 
opportunity to mect key private sector leaders, government 
officials and, most importantly, potential joint venture 
partners. OPIC also organizes and participates in numer- 
ous seminars and conferences throughout the U.S. to 
inform the American business community of investment 
opportunities in the developing world. 


INVESTMENT INSURANCE 
O PIC investment insurance is available for American 
investments in new ventures or expansions of 
existing enterprises, and can cover equity investments, 
parent company and third party loans and loan guaranties, 
technical assistance agreements, cross-border leases, and 
other forms of investment exposure. Coverage is also 
available for contractors’ and exporters’ exposures, includ- 
ing unresolved contractual disputes, wrongful calling of 
bid, performance, advance payment and other guaranties 
posted in favor of foreign buyers, and other risks. 

OPIC insurance can cover the following three risks: 
currency inconvertibility—inability to convert profits, debt 
service, and other remittances from local currency into 
U.S. dollars; expropriation—loss ot an investment due to 
expropriation, nationalization, or confiscation by a foreign 
government; and political violence—loss of assets or 
income due to war, revolution, insurrection, or politically 
motivated civil strite, terrorism and sabotage. 

OPIC has special programs tor financial institutions, 
leasing, oil and gas projects, natural resources projects, and 
contractors and exporters. 


Fiscal YEAR 1993 HIGHLIGHTS 


B® OPIC raised both finance and insurance 
per-project ceilings to $200 million to help 
U.S. companies compete for larger projects that 
produce higher levels of U.S. exports and 


American jobs. 


1993 projects supported total investment of 

$3.7 billion in 36 countries, including 16 projects 
facilitating more than $734 million of investment 
in the New Independent States of the former 
Soviet Union. 


@ 1993 projects will generate $1.6 billion in U.S. 
exports and create and maintain 24,000 person- 
years of direct and indirect U.S. employment. 


®@ Insurance issuance during 1993 totaled 


$2.8 billion, and finance commitments were 


$415 million. 


@ OPIC helped U.S. investors by leading ten 


investment missions to 16 countries including 
Gambia, Ghana, Guinea, India, Israel, Kazakh- 
stan, Kyrgyzstan, Poland, Sri Lanka, Ukraine, 
Uzbekistan and Venezuela; and hosting four 
reverse missions that brought key foreign invest- 
ment officials from Armenia, Georgia, Israel, 
Moldova, Russia and Tunisia to the 

United States. 


@ OPIC operated at no net cost to the U.S. taxpayer 


for the 23rd consecutive year and increased its 
reserves to more than $2 billion. 


2 The availability of 


Ci Ga inline 
and insurance Was 


am" Ly [0 


i:nrons ability to 


participate in this 
project. As a major 
—~— integrated natural gas 
company, we view 
Batangas as an integral 
part of our international 
SIVALeEgY L0 develop ale 
market opportunities for 
natural gas and US. 
CXPOTTs of equipment 


and te ay ? 


INFRASTRUCTURE DEVELOPMENT r 
As foreign governments increasingly turn to the privat sector 10 
mlé€Cl Critical infrastructure needs, OP] has worke a [0 suppor 


projects worldwide. 


COMMUNICATIONS, powe?, and VaNSPOrtalion } 


S ECONOMIC ACTIVITY IN THE PHILIPPINES INCREASED 

during the late 1980s, the country found itself short 
of electric power to fuel the expansion because of aging 
equipment and lack of financing. The National Power 
Corporation of the Philippines (NAPOCOR), the county’ 
electric power retailer, began to award contracts in 1992 to 
private power producers to supply electricity with guaranteed 
“‘take-or-pay” arrangements. Seven projects were tendered on 
a special fast-track basis, requiring the bidders to develop the 
awarded projects in under 12 months. 

Enron Corp., a major U.S.-based natural 
gas and power producer, bid and won two of the 
projects. The first to be implemented was the 
Batangas power plant just outside of Manila. 

The second was a plant to be located in Subic 
Bay to take advantage of the infrastructure at 
the former U.S. military base. 

Enron formed a joint venture with a Philippine com- 
pany to create the Batangas Power Corporation (BATPOCOR) 
which would own and operate the first plant. BATPOCOR 
will add 105 megawatts of power to the national grid and 
operate according to private sector guidelines and efficiencies, 
while meeting local and international environmental stan- 


dards. 


>) 


Necessary to the success of BATPOCOR was 
$50 million in OPIC financing and up to $68 million of 
investment insurance against political risk for Enron's equity 
and U.S. bank loans to the project. OPIC’s loan guaranty 
and insurance also facilitated the participation of other inter- 
national banks in the project, making Enron's bid more com- 
petitive. | 

Initial and ongoiny 8. Exports to the project oa 
first five years will toral $4 Wilfiion, resulting in the gen 
tion of 594 new U.S, ‘add | 
oa the p 


e>M ENGINEERING - Colombia 

ecognizing that the power sector is a high priority for 

developing countries, OPIC provided key support to 
the first Latin American private power venture to be 
financed on a non-recourse project 
basis. OPIC extended $35 million 
in financing and $100 million in 
political risk insurance to K&M 
Engineering and Consulting 
Corporation and Chase Manhattan 


Bank for investments in Mamonal 
Power, a 100-megawatt natural gas-fired generating facility 
in Cartagena, Colombia. 

Structured on the Build-Own-Operate- Transfer, or 
“BOOT” model, Mamonal emerged as a unique combina- 
tion of public and private sector financing im which 
OPIC’s guaranties and insurance played a critical role. 
OPIC insured the project's power purchase agreement and 
tailored an insurance policy combining protection for 
Mamonal’s assets and payments stream. The plant began 
its first phase of commercial operations in July 1993 and 
sells its output to aColombian consortium consisting of 
24 private industrial companies, More than $53 million in 
U.S.-manufactured goods, primarily gas turbine generator 
sets, are being exported to the project. 


NSULIANTS - Jordan 

A ltants is a dynamic international 

| fing firm with a solid history of business in the 
MiddleFase. In 1993, Stanley Consultants entered into a 
contract with the Water Authority of Jordan to conduct a 
study on upgrading and expanding two existing wastewater 
The plants, located in Baqa’a and Abu 
Nuseir, currently serve a population of 125,000, which is 
expected to more than double within the next 15 years. 
The study examined the systems’ ability to handle both 
present and future demand, and the results suggested that 
expansion of the existing facilities, rather than building new 


treatment plants. 


plants, would be more economically viable. 

Stanley posted a performance guaranty of ten percent of 
the contract value for this project. Although it had worked 
with the Government of Jordan in the past, Stanley decided 
to come to OPIC for insuranee 
against wrongful calling of che — 
performance bond. By, : 
OPIC i insurance, . | 


} 
“i 


US WEST - Russia 

fter the Central and Eastern European revolutions of 

1989, U S WEST began investing in the region to 
bring enhanced telecommunications to the former com- 
munist countries. In 1991, Colorade-based U S WEST 
extended its investment progrant £0 the Russian Federa- 
tion. OPIC assisted U $ WEST's investment in the 
design, construction aad i of a cellular telecom- 
munications network in St. Pi 
lion in political risk insuranee. 

This investment will greatly enhance 

relecommuni€ations in St. Petersburg and 
the surrounding areas, assisting in Russia's 


sburg by issuing $10 mil- 


transition to a market economy, as well as 


provide employment and training for 111 
Russians. The project benefits the U.S. 
economy through the export of more 

than $26 million of equipment over the 


first five years of operations, generating 


approximately 459 person-years of U.S. 
employment. 


Mororoi | INC. 


n 1990, Violeta Chamorro was elected President in 


Vicaragna 


Nicaragua's first democratic elections after 10 years of 
rule by the Sandinista party. Chamorro took over a 
country with a crumbling infrastructure and 
an ailing economy. As in many Central 
American countries, Nicaragua's land line 
telephone system is very poor, with tele- 
phone users experiencing frequent difficul- 
ties. In 1993, Illinois-based Motorola Inc. 
won a bid tendered by the government- 
owned telephone company to install, 
operate and maintain cellular telephone 


service in Nicaragua. 
Motorola’s cellular service is the first of its kind in 
Nicaraguapag 
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All OPIC-sup; ported projects are carefully reviewed to determine 
their impaet on the environment. Protecting the environment 
and creating American jobs and exports are compan te goals. 


FYRRSEVERAL YEARS IN DEVELOPMENT, OPIC proviDED 
$50 million in financing in 1993 to support the 
loan guaranty, OPIC formation and capitalization of the Global Environment 
Emerging Markets Fund, which will purchase significant 
a | minority positions in new or expanding private companies 
enabled GEF to attain a whose operations are expected to yield positive environment: | 
benefits. The Fund is the result of a shared vision betweer 
. — OPIC and GEF Management Corporation, a private equity 
the Global Environment investment manager dedicated to high-growth markets for 
environmental services, products and technologies, 
Operating in all OP' ~-eligible countries, 


“Through tts 
participation has 


higher capitalization for 


Emerging Markets Fund 


a 


without substantially the Fund is capitalized at $70 million, and will 
increasing,the risks for invest in selected industry sectors, giving par- 
— : ticular attention to those engaged in developing, 
our limited partners. financing, operating, or supplying inffi re 
This will allow us to projects related to the delivery of clean energy, 
. potable water, and wastewater treatment ser- 
have more of an - vices. The Fund is particularly interested in 


co-investing with U.S.-based companies that 

— maintain or are establishing export sales, licensing agreements 
ronmental companies 1n or local joint venture operations in developing countries. 
This activity supports OPIC’s belief that investments in these 
kinds of businesses can earn a market rate of return while 
than otherwise would contributing positively to the environment. 

“Since its inception, GEF has increasingly focused on 
the worldwide aspects of environmental investing. OPIC and 
the Fund provide us the opportunity to target environmental 
companies in fast-growing emerging market countries,” 
according to H. Jeffrey Leonard, President of the four-year 
old Global Environment Fund, and the new Global Environ- 
ment Emerging Markets Fund. 

“From the beginning, negotiatioiis with OPIC pro- 
ceeded smoothly. In comparison to many banks and other ™ 
governmental agencies, we found OPIC very respensive t oo 
our needs and questions. As a small business ourselves, CRE 
has benefited enormously from OPIC’s sensitivity to the 
impacts that bureaucratic red tape and delay can have for 
companies without large budgets for external affairs.” 


impact in helping envt- 
developing countries 


hat € Waal possible. »? 


Larson Woop Propwcrs - Brazil 

pproximately one-third of the world’s tropical forests 

is found in Brazil, particularly along the Amazon 
River and its tributaries. | his region is also subject to 
deforestation as indigenous peoples clear land that cannot 
support agriculture or grazing on a sustainable basis. Ina 
project that lirectly addresses the long-term environmental 
and social needs in the Amazon regior, $1 million in 
OPIC financing will support the investment of a small 
Oregon company, Larson Wood Products, 
in the refurbishment of a selective logging 
operation and processing plant, called 
Amacol, near Belém, Brazil. 

he facility, which produces export- 
grade hardwood veneer and plywood 
lumber, has been certified (and recently 
re-certitied) by the Rainforest Alliance, an 
independent environmental organization, 
as one of the few timber harvesting opera- 
tions worldwide whose logging activitics are 
conducted in an environmentally “well managed” manner. 
Amacol relies on labor-intensive logging practices, and uses 
no mechanized equipment. It also maintains a seedling 
nursery and tree plantation and follows a comprehensive 
rcforestavion program. 

Amacol currently employs over 600 Brazilian workers, 
providing them with an alternative to clearing forest for 
agriculture and other subsistence activities. It otters health 
and education benefits for its employees, and is one of the 
tew local companies to train its workers for higher-level 
jobs. Amacol will procure more than $1 million in 
American goods, and its exports to the U.S. are expected to 
displace more expensive imports from Southeast Asia. 


Sialic Sysrems, Inc. - Belize 
W,"" the second largest barrier reet in the world, 
Belize’s long coastline and islands, including Amber- 
gris Cave, make it a natural draw for scuba divers and 
other vacationers. But as the number of hotel rooms 
increased on the island, its dwindling tresh water supply 
was being stretched to its limits. 
The Government of Belize contracted the U.S. firm of 
Sea lec Systems, Inc. to build, own, and operate a water 
desalination tacilitv. Sealec ts building a state-of-the-art 
reverse-osmosis plant that will more chan 
satisty the island’s current water needs, and 
SeaTec can expand the plant as the island’s 
needs grow. OPIC, by providing political 
risk coverage, gave SeaTec the security it 
needed to feel comfortable in exposing its 
equity outside of the United States. 


ENVIRONMENTAL Sys7EMS Corp. - Slovakia 
Ww a badly deteriorated environment, Eastern 
European nations have been seeking out companies 
with sophisticated pollution abatement 
technologies such as Tennessee-based 
Environmental Systems Corporation. 
With $250,000 of political risk coverage 
from OPIC, ESC will provide environmen- 
tal consulting services in Slovakia and other 
countries in the region. ESC President 
Mark Margetts established Eco-Monitor- 


ing, a.s., in Bratislava to advise existing 


manufacturing facilities and new investors 
in the development of environmentally 
sound operations. 

Utilizing air monitoring equipment, meteorological 
sensors and data loggers made in the U.S., the project will 
assist local communities by monitoring pollution levels and 
advising on the abatement of existing environmental 
hazards. In addition to Slovakia, ESC expects to find a 
growing demand for environmental services in the Czech 


Republic, Poland, Hungary and Ukraine. 


Forp Moror Company - Brazil 
F aced with growing air pollution problems, Brazil 
passed stricter air quality and automotive emissions 
regulations, creating a new market for electronic engine 
and emission control devices needed to meet the new 
standards. Ford Motor Company, realizing that in this 
particular case, direct U.S. exports of these items would 
be unable to compete in the Brazilian market, brough: its 
technology and manufacturing expertise to Brazil to 
produc e the emission controls locally with American-made 
components, 


Ine project will be financed by 


J | 


= 


a $25 million Ford loan to its 
Brazilian subsidiary, Ford Industria 
e Comercio Ltda. To protect its 
ability to convert and transter 
locally-carned cruzeiros, Ford 
purchased OPIC political risk 
insurance to cover both principal and interest payments 
due under the loan. 

his project required $4.4 million in U.S. exports to 
get started, and will continue to procure about $10 million 
in U.S. goods annually. Major suppliers to the project 
include companies in Pennsylvania, California, Massachu- 


setts, Hlinois and Texas. 
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“Since this was lexacos 
first commercial 
venture In Russia, and 
given the obvious 
political risks, we felt it 
tmportant to protect 
our investment. 

OPTIC was the natural 
first choice for Texaco. 
hey were flexible and 


. : a > 
ClUstomner-o) Taniide 


NATURAL RESOURCES 


Natural resource projects have special risk mitigation and 


financing requirements. OPIC has the programs to help U.S. 


companies participate in these projects. 


EVIVAL OF THE HYDROCARBONS SECTOR IS PLAYING 

a pivotal role in Russia’s economic restructuring. 
Yet, Russia's unpredictable political and economic transition 
presents both high risks and unique problems to investors. 
Commercial lenders and investors are therefore reluctant to 
fund such investmenis unless the risks can be mitigated. 
Toward that end, OPIC provided $10 million in financing 
and $17 million in political risk insurance to support Texaco’s 
first strategic investment in Russia. 

Texaco entered into a service contract with 
Sutorminskneft, a Russian oil producer, to restore production 
to approximately 150 idle crude oil wells in western Siberia. 
Texaco’s field operations commenced in March 1993 and 
initial production began in June. The 
restoration of the wells is generating 
hard currency and introducing Western 
technology to an industry in urgent need 
of modernization. Texaco will be paid 
for its services from resulting export 
revenues. 

OPIC’s political risk insurance is particularly impor- 
tant to the project in that it protects Texaco’s physical assets 
and fees earned under its service contract. In addition, 
should Sutorminskneft fail to pay Texaco for any reason other 
than performance, OPIC will guarantee payment. 

According to Steve Carlson, Texaco’s Assistant Trea- 
surer, “The Sutormin project is located in the heart of Russia's 
petroleum producing area. By having a base of operations in 
this region, Texaco is able to build experience in operating in 
the Russian petroleum envionment. This will lay the 
groundwork for other project possibilities, and enable Texaco 
to react quickly to new opportunities in western Siberia. 
Additionally, the comprehensive loan and insurance package 
we structured with OPIC enables Texaco to fully protect its 
shareholders’ funds at reasonable, competitive costs.” 


Conoco, Inc. - Russia 

arking its first financing in Russia, OPIC prov ided 

$50 million in financing in support of a joint 
venture, known as “Polar Lights,” between Texas-based 
Conoco and Arkhangelskgeologia, a Russian exploration 
company, to develop oil reserves in the Ardalin Field near 
the Barents Sea. The project entails drilling approximately 
24 wells, build. gz a central production facility and laying a 
36-mile pipeline. The European Bank for 
Reconstruction and Development and the 
International Finance Corporation are also 
participating in the project. 

Polar Lights will generate approxi- 
mately $147 million in U.S. exports during 
the project's construction period and 
through its first five years of production. 
The main benefit to Russia will be realized 
through royalties and taxes paid to the 
Russian government. 

Tom Stapf, Conoco Treasury Coordinator for the 
project, notes that “Polar Lights represents Conoco’s initia! 
effort toward the goal of establishing the former Soviet 
Union as a core area by the year 2000. Conoco came to 
OPIC to counterbalance the considerable uncertainties of 
doing business in Russia. We were able to obtain from 
OPIC a source of operating funds for Polar | ights, and to 
reduce Conoco’s cash exposure to the project. | think that 
support of Polar Lights by U.S. Government agencies such 
as OPIC lends additional credibility and significance to it.” 


Newmont MINING CorporaTIon - Uzbekistan 
ewmont Mining Corporation's investment in 

Uzbekistan—the second largest gold producer among 
the former Soviet republics—marked the first foreign 
investment in that country’s gold sector. 
Newmont, a Colorado firm, formed the 
Zarafshan-Newmont joint venture with the 
Government of Uzbekistan to extract gold 
from over 242 million tons of stockpiled 
sub-economic ore from the Muruntau 
Mine in the Kyzylkum Desert. 

OPIC will insure Newmont’s contri- 
butions of equity and covered property to 
the project, as well as its completion 
guaranty to project lenders. In addition, OP1C committed 
to insure loans to the project against defaults caused by 
political events. In structuring its coverage, OPIC worked 
closely with other multilateral financial institutions to 
create a comprehensive project financing package. The 


Newmont investment will generate more than $214 mil- 
lion in U.S. exports. 


Norb Resources CORPORATION - Sierra 1 cone 
Lom Leone, a West African country roughly the 
size of South Carolina, is one of the \-orld’s largest 

producers and suppliers of natural rutile, a premium 
quality titanium dioxide mineral 
used in paints, paper and plastics. 
A $15 million project loan ts 
assisting the growth of Sierra 
Rutile Limited (SRL) by enabling 


it to expand and modernize its 


mining and processing operations. 
SRL is 50 percent owned by Ohio- 
based Nord Resources Corporation, with the balance 
owned by Consolidated Rutile Limited of Australia. 

Because SRL is the largest economic enterprise in 
Sierra Leone, this project is yielding significant develop 
mental benefits to that country. It will continue to employ 
approximately 2,000 local workers, and community 
development work sponsored by SRL supports attordable 
housing, sustai:.able agriculture, sanitation, health care and 
education projects. In addition, under an environmental 
plan approved and monitored by the Government of Sierra 
Leone, SRL is working to rehabilitate lands where mining 
operations have been completed. 

I his $66 million project exemplifies how OPIC can 
combine its resources with other development agencies to 
support U.S. investment overseas. OPIC co-financed this 
project with the International Finance Corporation, 
Germany s Finance Company for Investments in Develop 
ing Countries, and Great Britain's Commonwealth 
Development Corporation. The Export-Import Bank 
provided financing earlier. OPIC insurance has supported 
past investments in SRL for more than 20 years. 


Napors Inpusrrirs, INC. - Russia 

PIC ottered support to a subsidiary of Nabors 

Industries, Inc. when the company contracted to 
supply, staff, and operate two workover/well servicing rigs 
for Texaco’s Sutormin field project. Under its Contractors 
and Exporters Program, OPIC issued $7.2 million in 
coverage against confiscation or damage caused by political 
violence tor the equipment used by Nabors on the project. 
In an innovative arrangement, OPIC was able to mitigate 
Nabors’ exposure to fluctuations in the value of oil drilling 
equipment by covering the rigs on a stipulated value basis. 

The project both improves the production levels of 

this Russian oil field and benefits 
the U.S., as it will generate over 
$6.7 million of U.S. exports and 
create a need for additional em- 
ployees to manage the operation at 
Nabors’ Texas office. 


“] feel strongly abouh 


the Eastern European 
region, because tts 
people need just about 
everything, and their 
economies are in such 
transition. Romania 
presented a good 
opportunity to us, for 
our product is one of the 
first things needed in an 
infrastructure rebuild. 
We're very comfortable 
with the financing 
structure of this project. 
OPIC’s name and 


reputation mean a lot to 


the East Eu ropeans, and 


the OPIC representatives 
we dealt with were 


good, common-sense 


dealmakers. ”? 


STEFAN BRODIE- 
Progident ' 
Purolite Group 


MANUFACTURING AND SERVICES a 


l rine i 
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PIC SUPPORT CAN PROVE TO BE AN IMPORTANT 
boost to a U.S. company seeking to establish a 
presence in new and risky markets. In the case of Purolite, a 
small business based in Pennsylvania, OPIC facilitated its 
joint venture with Viromet S.A., a state-owned Romania™ 
chemical company, by providing $5 million in financing and 
$15 million in political risk insurance for 
Purolite’s equity investment. The joint venture 
will build and operate a plant to produce resins 
used in water treatment processing and the 
manufacturing of industrial, pharmaceutical 
and food products. 

The new supply of resins will not only 
directly support Romania's industrial base, but 
will also significantly improve the country's 
financial position through foreign exchange savings and 
expanded hard currency earnings through exports. Perhaps 
one of the most important benefits to Romania is the transfer 
of environmenial expertise and safety procedures. The plant 
is to be modeled after a similar Purolite facility in the United 
Kingdom, which has been recognized by Britain's environ- 
mental agency for its use of advanced technology and state- 
of-the-art environmental monitoring and management 


systems. 

OPIC worked with Purolite for approximately six 
months to complete financing arrangeinents for the project, 
which involved co-financing with the European Bank for 
Reconstruction and Development. A key requirement of 
Purolite’s investment in the joint venture was the ability to 
obtain currency inconvertibility insurance. OPIC was able to 
tailor its coverage to meet Romanian foreign exchange legal 
requirements as well as Purolite’s risk mitigation needs, dem- 
onstrating the flexibility of OPIC’s insurance and allowing 
the investment to go forward. 


COLUMBIAN CHEMICALS Company - Hungary 
olumbian Chemicals has 11 plants in North 

Europe and East Asia. “With the 

tern Europe, building a plant in the 


America, Wes 
positical changes iv 
center of this new —_.rket was a logical strategic step,” 
according to Gabor Mezei, the Georgia- 
based Columbian Chemical Company's 
Vice President of Finance. Columbian 
approached OPIC and obtained $24.5 
million in financing and $36.2 million in 
political risk insurance to support a $56 
million joint venture between Columbian 
and Hungary’s largest petrochemical firm, 
Tiszai Vegyi Kombinat (TVK), to construct 
and operate a carbon black manufacturing 
facility. Carbon black is an essential ingredient in the 
manufacture of tires and other rubber goods. State-of-the- 
art production and environmental technology is enabling 
the project to utilize byproducts from an adjacent TVK 
complex, eliminating disposal problems and reducing the 
need for fossil fuels. 

“As a result of the successful financing arrangements 
led by OPIC, the plant ts being completed in record time 
and started producing outstanding quality carbon black in 
December 1993,” claims Mezei. “Ihanks to the OPIC 
connection, Columbian Chemicals benefits by obtaining 
beneficial interest rates from the ultimate lender, and by 
being able to cover both its insurance and debt require- 
ments from the same source.” 


McDONALD S$ CORPORATION - Argentina 
ut the 


lready operating in 71 countries througho: 


world, McDonald's is one of the U.S." most success- 


ful overseas investors, and 1s continuing to expand rapidly 
in many parts of the world. Approximately 47 percent of 
McDonald’s annual revenues now come from overseas 
operations. In 1993, McDonald's saw additional opportu- 
nities in Argentina as a result of Argentina’s ongoing 
economic recovery, and decided to expand its joint vencure 


growth throughout the 
McDonald's concentrated 
efforts, but also fruit born of the strong 


KSP Woripwipe, Inc. - Bi 

ohn Shinners, formerly a lineman with the NFL's 

Cincinnati Bengals, che President and owner of 
Shinners Publications—a regional printing house in 
Wisconsin—as well as KSP Worldwide, lnc., a special 
purpose company formed to pursue investment opportuni 
ties in the New Independent Stas. In 1990, Shinners 
met and was impressed by printing officials 
from Belarus Publishing House (BPH) in 
Minsk, the capital of Belarus. 

Because KSI’ was looking to expand 
into Western Europe's high-end printed 
products market, KSP established a project 
with BPH in which KSP purchased a 
refurbished 6-unit heat-set press from 
Rockwell Graphic Systems of Westmont, 
Illinois, installed it at BPH’s printing 


facility in Minsk, and is training BPH personnel to operat 


the press. OPIC insured the printing press, valued at just 
over $1.2 million, against confiscation and political 
violence. The project will employ 24 additional employees 
at the printing plant, and ts projected to generate more 
than $2 million in exports annually from KSP’s and BPH 's 
combined sales. 


IPC Foops - Rx 
PC Foods, Inc. wa Seattle hased COMpany wh h 

was created for the express purpose of investing in 
Russis. In 1993, TPC Foods formed a Russian joint stock 
company to build retail and wholesale food distribution 
complexes in che Russian Far East for local sale of tood 
products. This project represents the firs: step in 11 
Foods’ long cerm strategy for establishin: an ever-greater 
presence in the Russian market. 

THC came to OPIC for 
insurance apains! expropriation 
and political violence risks related 
to the proje. | Through its sup 
port from OPIC, TPC was able to 
protect its investment in Russia, 
and provide its own investors with 
greater confidence in working in 
the Russian market. In addition. this project will bring 
substantial benefits to US. suppliers of food storage and 
processing equipment, generating an estimated $23 mil 
lion in U.S. exports over its first five years of operations 
from manufacturers in New Jersey, Missouri, Pennsylvania, 


Massachus«''s. l exas, and other states 
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“7 dont know of any 
similar project in Africa, 

| or for that matter in 
other parts of the world, 
which combines such a 
highly creative financial 
mechanism with multiple 
country cooperation to 
implement a major pri- 
vate sector infrastructure 
project. OPIC had the 
patience to work through 
this intricate transaction 


with lanzanias new 


democratic government 


as it gained first-hand 
experience in the 
complexities of a 
significant private sector 
investment tunder a 

free market system.” 
Nout MANTHEARIS 


( harman 


[anruss 


(MENT. AND INNOVATION ¥ 
OPIC is committed to finding new and innovative ways to help 
American companies of all sizes participate in the global 
economy, and is ready to help structure the most complex projects. 


FTER EXPERIMENTING WITH SOCIALISM FOR MORE THAN 
20 years, Tanzania adopted a market-oriented 
economy in the mid-1980's. Foreign investment in the coun- 


tiy is now on the rise, as is the demand for first-rate hotel 


accommodations for the 


growing number of business travel- 
lers to its capital, Dar es Salaam. 
To meet that demand, OPIC played a central role last 


operation of a $50 million, 


year in the construction and om 


250-room international hotel by providing $15 million in 


financing to cover a portion of the construction and start-up 
costs as a senior lender to the project. Creativity and coop- 
eration are the hallmarks cf this project, which involves inves- 
tors from four countries, and no fewer than four development 


agencies. 


Tanruss, the joint venture formed to 
undertake the project, brought together inves- 
tors from Denmark, Russia and Tanzania to 


fund the project, while U.S.-based Sheraton 
will manage the hotel. Using an innovative 
“debt swap,” the majority of equity funding is 
being provided by V.O. Technostroyexport, a 


Russian company, through the conversion of 


Tanzanian sovereign debt to Russia into Tanzanian currency 
for investment. Sheraton, which had long been interested in 
expanding its operations in East Africa, was first introduced 


to the project by OPIC. 


Several international development finance institutions 
cooperated with OPIC in this transaction, including OPIC’s 
counterpart agency in Denmark—the Industrialization Fund 
for Developing Countries, the Eastern and Southern African 


Trade and Development Bank based in Burundi, and the 
NORSAD Fund, a Scandinavian development agency. 
According to Tanruss Chairman, Noli Mantheakis, 


“OPIC was very thorough in its analysis of this project, and 


they were able to provide guidance to lanruss to resolve 
problems that were encountered as the project developed.” 


INTERNATIONAL PAPER ComPaNny - Poland 
hen International Paper Company chose to enter 

the Polish market through the acquisition of a major 
pulp and paper mill that was being privatized, it approach- 
ed OPIC for both insurance and finance. International 
Paper ultimately acquired Zaklady Celulozowo Papiernicze 
S.A.—“Kwidzyn”—one of the most modern paper mills in 
Eastern Europe. 

OPIC backed the project with $100 million in 
political risk insurance against expropriation, political 
violence and currency inconvertibility. The World Bank’s 
_ Multilateral Investment Guaranty 


— L : 7 Agency was brought in as a co- 
insurer with OPIC so that the total 
political risk insurance package was 
$150 million. 

OPIC’s Board approved 


$50 million in financing as part of 
the complex capital structure of this $325 million project. 
OPIC, as a senior lender to the project, was joined by both 
the International Finance Corporation and the European 
Bank for Reconstruction and Development. In addition, 
OPIC facilitated the formation of a unique syndicate of 
international commercial banks that also are participating 
directly in this transaction. 

International Paper's investment is highly desi: ble for 
Poland as the technology and marketing expertise which 
this US. company brings to the project will enable it to 
produce high quality paper products for export. This 
project provides New York-based International Paper with 
an expanded presence in the competitive European market, 
and will generate more than $29 miilion in exports of U.S. 
goods and services. 


PADCO, Inc. - Russia 

wir a relatively small amount of equity, a small 

U.S. company, PADCO, Inc., was able to acquire 
and expand a Russian company which uses Russian 
satellite data and U.S. and Russian expertise to develop 
veographic information and map- 
ping systems for commercial custom- pr™ 
ers. Contributions to this unique 
project from the U.S. investor 
included equipment, cash, and a 
revolving line of credit, each of 
which v-as insured by OPIC. r (> 
While the total U.S. cash 

investment amount was approximately $100,000, the 
benefit to the U.S. economy was significantly greater. 
Over $2 million in net U.S. exports is expected to occur. 
Future purchasers of the maps imaged and developed by 
PADCO will hold in their hands direct evidence of the 
benefits of U.S.-Russian cooperation. 


INVESTMENT Funps - Worldwide 
| pop create additional sources of private capital targeted 
at specific regions, and to encourage American invest- 
ment abroad, OPIC has developed growth funds that will 
invest in attractive new or expanding businesses abroad. 
All of these funds are privately owned and managed. 

The first OPIC-supported investment fund—the 
Africa Growth Fund was launched in 1989 and is managed 
by Equator Investment Services Ltd. The 
continued strong performance by this fund 
demonstrates that private sector investment 
in sub-Saharan Africa can be successful, 
despite the many inherent risks of doing 
business in the region. For this reason, 
OPIC is working with Equator to develop 
an Africa Growth Fund II, expanded to 
include South Africa. 

More recently, as one of the first 
investment vehicles targeting Russia and the other New 
Independent States, Russia Partners Company L.?., 
managed by Russia Management Company, a subsidiary of 
PaineWebber, was capitalized in 1993 with the support of 
$75 million in OPIC financing. With an eventual ex- 
pected capitalization of $100 million, it is estimated that 
Russia Partners’ investments will result in over $200 
million of Arnerican exports to Russia. 

Finally, Poland Partners L.P., also initiated in 1993, is 
capitalized at $50 million and is supported by $30 million 
in OPIC financing. Poland Partners will provide start-up 
and expansion capital to new ventures in Poland, where 
over 50 percent of the country’s industry is now in private 


hands. 


PREMIER CLEANING - Czech Republic 
A: major Western industries move into 

Central and Eastern Europe, smaller 
suppliers of goods and services are close 
behind. On the heels of a German auto- 
mobile manufacturer's investment in a 
(zech company came Premier Cleaning 
Contractors, a U.S. company that provides 
automotive paint booth cleaning services. 
Recognizing the growing demand for 
industrial cleaning services in the Czech 
Republic, Premier established a Czech 
subsidiary and offered its services to the Volkswagen-Skoda 
automotive plant in Mlad4 Boleslav. 

With a relatively small investment and the reassuring 
presence of OPIC political risk coverage, Premier entered a 
whole new market to take advantage of the opportunities 
created by the Czech Republic's growing economic 
strength. U.S. exports to the project will total $100,000, 
and a net positive balance of payments effect of $395,000 
is anticipated during its first five years of operation. 
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OPIC’S MARKETPLACE 
OPIC programs and Growth Funds are encouraging 


American investment in some 140 countries throughout the 


global marketplace. 


GB Countries where OPIC programs are available 
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OPIC’ clients represent virtually every industrial sector, and come 
from across the nation. Below is a representative list of U.S. compa- 


nies with outstanding OPIC finance and/or insurance commitments. 


A E S CorporaTION 

AIC Ho.pinc Company 

AT&T 

ABBOTT LABORATORIES 

ADMIRAL CORPORATION 

AFRICA GROWTH Funp L.P. 

AGRONOM INTERNATIONAL 

Air Propucts & CHEMICALS, INC. 

AMERICAN CYANAMID COMPANY 

AMERICAN Express COMPANY 

AMERICAN INFORMATION TECHNOLOGIES 
CORPORATION 

AMERICAN PRESIDENT COMPANIES, LTD. 

AMOcCO CORPORATION 

ANDERMAN/SMITH OPERATING COMPANY 

ANDREW CORPORATION 

APPLIED MAGNETICS CORPORATION 

ARDAMAN & ASSOCIATES, INC. 

ArGosy ENERGY INTERNATIONAL 

Asia Pacific GROWTH FuND L.P. 

ATLANTIC TeELE-NeTwork, INC. 


BaKER HUGHES COMPANY 

BANKAMERICA CORPORATION 

BANKERS TRusT New YORK CORPORATION 
BaTTLE MOUNTAIN GOLD COMPANY 
BecuTeL Group, INC. 

Beit ATLANTIC CORPORATION 

Bett SouTH CorPORATION 

Louts BerGer Group, INC. 

Bos’s Canpies, INC. 

Brasweit Services Group, INC. 


C & W Trapinc Company, INc. 

CM S Enercy CorPoRATION 

CaBoTt CORPORATION 

CARE Sma. Business 
ASSISTANCE CORPORATION 

CARGILL, INC. 

CARIBBEAN BASIN PROJECTS 
FINANCING AUTHORITY 

CATERPILLAR INC. 

CHASE MANHATTAN CORPORATION 

CHEMICAL BANKING CORPORATION 

CHIQUITA BRANDS INTERNATIONAL, INC. 
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Crricorp, N.A. 
CLEVEPAK CORPORATION 
CLINTON ELECTRONICS CORPORATION 
Coca-CoLa COMPANY 
CoILTRONICS, INC. 
COLUMBIAN CHEMICALS COMPANY 
COMMUNITY ENERGY ALTERNATIVES, INC. 
Conair CORPORATION 
COoNoOCcO INTERNATIONAL 

PETROLEUM COMPANY 
CONTINENTAL GRAIN COMPANY 
CONTINENTAL ILLINOIS CORPORATION 
CorniNG, INC. 
Cray RESEARCH, INC. 


Crospy INTERNATIONAL ENTERPRISES, L.L.C. 


Crown Cork & Seat Company, INC. 
Cyprus AMAX MINERALS COMPANY 


Dae OPERATING COMPANY 

Data GENERAL CORPORATION 

J. DeBeer & Son, INc. 

Det Monte Foops 

Dicirat IMAGING & TECHNOLOGIES, INC. 
DILLINGHAM CORPORATION 

DOMINION Resources, INC. 

Dresser INDUSTRIES, INC. 

Dryvit Systems, INC. 

DURAMETALLIC CORPORATION 


Evuicotr MACHINE CorPORATION 
ENGELHARD CORPORATION 

ENRON CORPORATION 

ENVIRONMENTAL SYSTEMS CORPORATION 
Ernst & YOUNG 

EuRO ENTERPRISES COMPANY, INC. 
ExxON CORPORATION 


F M C CorporaTION 

FERRO CORPORATION 

First CHICAGO CORPORATION 
First NATIONAL BANK OF BosTON 
FLUOR CORPORATION 

ForpD Motor COMPANY 
FREEPORT MCMORAN INc. 

H B FuLter COMPANY 

FUSION ENTERPRISES, INC. 


GR Group L.P. 

GTE CorporaTION 

GENERAL DyNAMICS CORPORATION 

GENERAL ELECTRIC COMPANY 

GENERAL MILs, INC. 

GENERAL Motors CorPORATION 

GILLETTE COMPANY 

GLOBAL ENVIRONMENT EMERGING 
Mark™ETs Funp L.P. 

W.R. Grace & ComPANy 

GRAYBAR ELECTRIC COMPANY INC. 

GTECH Corporation 

GUARDIAN INDUSTRIES CORPORATION 


H S$ Q TECHNOLOGY 

R A HANSON Company, INC. 
HARBERT/JONES COMPANIES 
HarriLL SEAFOOD, INC. 

Harris CORPORATION 

Harsco CORPORATION 

J. F. HELMOLD & Bro., INc. 
HERSHEY Foops CORPORATION 
Hiiisipe CaprraL CORPORATION 
HILTON HOTELS CORPORATION 
Georce A. HormMe & Company 
J] M Huser CorporaTIOn 
Hunt O1t COMPANY 

Hyatt INTERNATIONAL CORPORATION 
HyYTRONICS CORPORATION 


ITT CorporaTION 
INDUSTRIA De Pesca, N.A. INc. 
INGERSOLL-RAND COMPANY 
INTEL CORPORATION 
INTERKILN CORPORATION OF AMERICA 
INTERNATIONAL ADvisory Group, INC. 
INTERNATIONAL BEVERAGE ©\OMPANY 
INTERNATIONAL DEVELOPMENT 
INSTITUTE ASSOCIATION 
INTERNATIONAL IMAGE MAKERS, INC. 
INTERNATIONAL PAPER COMPANY 
INTERNATIONAL TELCELL Group L.P. 
ISRAEL GROWTH Funp L.P. 
INTERSTATE Foops/ 
FresH START Bakeries L.P. 


J 1 Case 
JOHN Hancock MUTUAL 
Lire INSURANCE COMPANY 


K & M ENGINEERING & 

CONSULTING CORPORATION 
K S P Wor.pwipe, INc. 

K T I, Inc. 
KAISER ALUMINUM & 

CHEMICAL CORPORATION 
KELLWOOD COMPANY 
KENNAMETAL, INC. 

KERN STEEL FABRICATION, INC. 
Kerr-McGee CorPoRATION 
KIMBERLY-CLARK CORPORATION 
KMART CORPORATION 


La Ponperosa LTp. 

La Setva, INC. 

LANDON BuTLeR & COMPANY 

Larson Woop Propucts 

Leach & GARNER COMPANY 

Leucabia NATIONAL CORPORATION 

Levi Strauss ASSOCIATES, INC. 

LORANGER MANUFACTURING CORPORATION 
LumMus INbDusTRIES, INC. 


M C M Group INTERNATIONAL, INC. 
M J Z INTERNATIONAL CORPORATION 
MAacneTEk, INC. 

MALLON MINERALS CORPORATION 
MANUFACTURERS HANOVER CORPORATION 
Marriott INTERNATIONAL 

Maxim INTEGRATED Propucts, INc. 
McDona.p’s CORPORATION 

MELLON Bank, N.A. 

Met SpAN CORPORATION 

Mipwest ENTERPRISES LTD. 
MIRALITE COMMUNICATIONS, INC. 

A. C. Monk & Company, INc. 
MorrisON KNUDSEN CORPORATION 
MosBaCHER MANAGEMENT COMPANY 
MorToro a INc. 


N C R CorporaTION 

Napors INDUSTRIES, INC. 

Newco SA 

NEWMONT MINING CORPORATION 
Norp Resources CORPORATION 
Norwest CorPORATION 

NyYLINT CORPORATION 

NYNEX CorporaTION 


OrieNnt-Express Hore s, INC. 
Owens-Corn'!NG FiIBERGLAS CORPORATION 


P BR Hore, Lp. 
P S I Resources, INc. 
PQ CorporaTION 
PADCO, INc. 
PAINE WEBBER INC. 
PAN AMERICAN DIAMOND CORPORATION 
PAN AMERICAN LiFe INSURANCE COMPANY 
Pan West ENGINEERS & Constructors, INC. 
PepsiCo, INc. 
PERFORMANCE PARTS OF AMERICA 
PERINI INTERNATIONAL CORPORATION 
PFIZER INC. 
PHELPS DoDGE CORPORATION 
PIONEER GroupP, INC. 
PirTsTON COMPANY 
POLAND Partners L.P. 
POLISH-AMERICAN ENTERPRISE FUND 
PREMARK INTERNATIONAL, INC. 
PREMIER CLEANING CONTRACTORS 
INTERNATIONAL, INC. 
Pryor, MCCLENDON, COUNTS 
& Company, INc. 
PUROLITE COMPANY 


R P A Leasinc, INc. 

Rapio Movit Dicrrat AMERICAS, INC. 
RALSTON PuRINA COMPANY 

RAYCHEM CORPORATION 

READER'S DiGest ASSOCIATION, INC. 
REYNOLDS | 4ETALS COMPANY 

Rosin ENTERPRISES INC. 

Rose Haut Lrp. 

Roy.e, JOHN & Sons 

Russia PARTNERS Company L.P. 


S C Companies, INC. 

S PS TecHNo.oaies, INC. 

SANTA BARBARA-ANTIGUA LAND 
DEVELOPMENT, LTD. 

SARA LEE CORPORATION 

SCHERING-PLOUGH CORPORATION 

SCIENTIFIC-ATLANTA, INC. 

SEABOARD CORPORATION 

G D Searie & Company 

SeaTec Systems, INC. 

SERVICOM INTERNATIONAL INC. 

SIGNODE CORPORATION 

STANLEY CONSULTANTS 


T A INbustries, INc. 

TII INpustries INc. 

TPC Foops, INc. 

T V Communications Network, INc. 
TAMBRANDS, INC. 

TAREN Ho pincs, INc. 

Tea Importers, INC. 

TELEMAR Data SysTEMS CORPORATION 
TENNECO, INC. 

Texaco, INc. 

TILLOTSON CORPORATION 

Time WARNER INc./ 

UNITED COMMUNICATIONS INTERNATIONAL 
T10GA Pipe Suppty Company, INc. 
TRADE VENTURES NETWORK 
TRAMMELL Crow COMPANY 
TURNER CORPORATION 


U S WEST, Inc. 

UNION CARBIDE CORPORATION 

UNION Texas PETROLEUM Ho pInGcs, INC. 
UNiRoYAL CHEMICAL Company LTp. 
UNITED COMMUNICATIONS INTERNATIONAL 
UNITED INTERNATIONAL HOoLpInGs, INC. 
UNITED TECHNOLOGIES CORPORATION 
UNIVERSAL Foops CORPORATION 
UNIVERSAL RESEARCH TECHNOLOGIES, INC. 
UNOCAL CorporaTion 


VOLT INFORMATION SCIENCES, INC. 


WALTER INTERNATIONAL, INC. 
WARNER-LAMBERT “COMPANY 

Warsaw INDUSTIWAL CENTER-I, L.C. 
WELLINGTON Hatt, Ltr . 

WESTERN LAND & INVESTMENT COMPANY 
WeEsTWworLp, INC. 

WORLDWIDE JEWELRY CORPORATION 


Z H Computer CorpoRATION 


FINANCE AND INSURANCE PROJECTS 


FiscaL YEAR 1993* OVERSEAS PRiIvATE INVESTMENT CORPORATION 
Co i ae Oil, AMOUNT OF ** —s TYPE OF 
nanaed _—_ —— ASSISTANCE ASSISTANCE 
WORLDWIDE 
Global Environment Investment fund $ 50,000,000 Finance 
Emerging Markets Fund L.P. 
EvroreE/New INDEPENDENT STATES 
BELARUS 
KSP Worldwide, Inc. Printing and publishing 1,230,000 Insurance 
CZECH REPUBLIC 
Premier Cleaning Contractors Industrial cleaning 162,000 Insurance 
GEORGIA 
International Telcell Group Cable television 7,579,000 Insurance 
HUNGARY 
Columbian International Chemicals Corp. Carbon black 36,180,000 Insurance 
Data General Corporation Computer systems 4,000,000 Insurance 
Loranger Manufacturing Corporation Automotive components 3,375,000 Insurance 
Marriott Corporation/ Hotel 9,000,000 Finance 
Duna Marriott 13,530,000 Insurance 
MJZ International Corporation Automotive paint 1,500,000 Insurance 
POLAND 
Citibank Overseas Investment Corporation Banking 10,000,000 Insurance 
Citibank, N.A. Banking 6,750,000 Insurance 
Poland Partners L.P. Investment fund 30,000,000 Finance 
U S$ WEST International Telephone directories 10,000,000 Insurance 
Warsaw Industrial Center-I, L.C. Warehouse 3,200,000 Insurance 
ROMANIA 
Virolite Functional Polymers, S.A. Water treatment 5,000,000 Finance 
RUSSIA 
Andrew Corporation Data communications 38,010,000 Insurance 
Continental Grain Company Food processing 1,000,000 Insurance 
Direct Net Communications L.L.C. Telecommunications 477,000 Insurance 
Nabors International, Inc. Oil field services 7,200,000 Insurance 
PADCO, Inc. Computer mapping systems 152,151 Insurance 
Polar Lights Company Petroleum 50,000,000 Finance 
RPA Leasing, Inc. Telephone system 5,462,330 Insurance 
Robin Enterprises, Inc. Real estate 3,960,000 Insurance 
Russia Partners Company L.P. Investment fund 75,000,000 Finance 
TPC Foods, Inc. Food distribution 560,000 Insurance 
Texaco International Operations, Inc. Petroleum 10,000,000 Finance 
13,050,000 Insurance 


* New or expansion projects financed and/or insured by OPIC in fiscal year 1993. OPIC assistance described elsewhere in this report may have been furnished in other fiscal years. 


** For finance, this figure represents the dollar amount committed. For insurance, this figure represents the largest single coverage amount. 
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Co Project DESCRIPTION AMOUNT OF Tws or 
— , ASSISTANCE ASSISTANCE 
UKRAINE 
URT, Inc. Personal computers $ 5,535,000 Insurance 
UZBEKISTAN 
International Telcell Group Cable television 5,112,283 Insurance 
Newmont Mining Corporation Gold ore processing 60,500,000 Insurance 
THE AMERICAS 
ARGENTINA 
AES Americas, Inc. Electric power 31,000,000 Insurance 
Crown Cork & Seal Company, Inc. Beverage container manufacturing 28,800,000 Finance 
Citibank Overseas Investment Corporation Credit card/travel services 25,000,000 Insurance 
Coca-Cola Financial Corporation Beverage containers 11,635,762 Insurance 
Dominion Energy Electric power 50,000,000 Insurance 
Enron Corporation Gas pipeline 62,600,000 Insurance 
First National Bank of Boston Restaurants 24,000,000 Insurance 
First National Bank of Boston Banking 24,000,000 Insurance 
Hoteles Sheraton de Argentina $.A.C. Hotel expansion 34,000,000 Finance 
BELIZE 
SeaTec Systems, Inc. Water desalination 4,800,000 Insurance 
Bouivia 
Citibank, N.A. Banking 5,070,937 Insurance 
Ernst & Young Investment consulting 27,000 Insurance 
BRAZIL 
Citibank, N.A. Telephone system 1,038,937 Insurance 
Motorola Inc. Paging services 40,000,000 Insurance 
NCR Corporation Computers 4,750,000 Insurance 
COLOMBIA 
Argosy Energy International Petroleum 9,200,000 Finance 
ECUADOR 
Citibank, N.A. Banking 3,326,400 Insurance 
Et SALVADOR 
Citibank, N.A. Banking 3,200,000 Insurance 
JAMAICA 
Citibank, N.A. Banking 850,000 Insurance 
Citibank, N.A. Banking 1,200,000 Insurance 
NICARAGUA 
Motorola Inc./ Cellular telephones 7,000,000 Finance 
Telefonia Celulares de Nicaragua 8,000,000 Insurance 
TRINIDAD & TOBAGO 
Enron Exploration Company Petroleum 100,000,000 Insurance 
URUGUAY 
Caterpillar Financial Services Corporation Transportation 9,126,123 Insurance 
Citicorp Trade capital development fund 6,300,000 Insurance 
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Co Project DESCRIPTION yp veurneuoed vue or 
— - ASSISTANCE ASSISTANCE 
VENEZUELA 
Crosby International Enterprises Oil field services 1,267,650 Insurance 
First National Bank of Boston Photocopy machines 24,000,000 Insurance 
Mosbacher Energy Company Petroleum 225,000 Insurance 
Radio Movil Digital Americas, Inc. Telecommunications 11,475,000 Insurance 
Samson-International Ltd. Petroleum 225,000 Insurance 
AFRICA/ MipbLeE EAst/AsIA 
ALGERIA 
Tioga Pipe Supply Company Pipe and fittings 175,928 Insurance 
BOTSWANA 
Orient-Express Hotels Ltd. Tourism 2,000,000 Finance 
EQUATORIAL GUINEA 
Walter International, et. al. Petroleum 52,020,000 Insurance 
GHANA 
Pioneer Group/ Gold mining 5,000,000 Finance 
Teberebie Goldfields Ltd. 48,600,000 Insurance 
INDIA 
Citibank, N.A. Banking 25,302,000 Insurance 
General Electric Company Home appliances 36,000,000 Insurance 
INDONESIA 
Citibank, N.A. Banking 13,000,000 Insurance 
ISRAEL 
Israel Growth Fund L.P. Investment fund 50,000,000 Finance 
JORDAN 
Stanley Consultants, Inc. Water treatment 32,400 Insurance 
KENYA 
Citibank, N.A. Banking 5,131,280 Insurance 
Morocco 
Perini International Corporation Oil storage 2,900,000 Insurance 
PHILIPPINES 
Batangas Power Corporation Electric power 50,000,000 Finance 
QATAR 
TVCN International, Inc. Cable television services 6,600,000 Insurance 
THAILAND 
Citibank, N.A. Banking 25,000,000 Insurance 
Ferro Corporation Ceramics 3,564,000 Insurance 
Kimberly-Clark Corporation Paper products 10,000,000 Insurance 
TUNISIA 
Goldman Sachs Petroleum 100,000,000 Insurance 
TURKEY 
Citibank, N.A. Banking 8,400,000 Insurance 
Overseas Bechtel, Inc. Highway construction 7,290,000 Insurance 
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FINANCIAL INFORMATION 


Price Waterhouse 


REPORT OF INDEPENDENT ACCOUNTANTS 


December 20, 1993 


To the Board of Directors 
Overseas Private Investment Corporation 


We have audited the accsmpanying balance sheets of the Overseas Private 
Investment Corporation (OPIC) as of September 30, 1993 and 1992, and the 
related statements of income, capital and retained earnings, and of cash flows for the 
years then ended. These financial statements are the responsibility of OPIC’s 
management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted out audits in accordance with generally accepted auditing standards 
and Government Auditing Standards issued by the Comptrollcr General of the 
United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. Also, in accordance with those standards and as part of our audit of 
OPIC’s financial statements, we issued separate reports on internal controls and on 
compliance with applicable laws and regulations. An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 


In our opinion, the financial statements audited by us present fairly, in all material 
respects, the financial position of the Overseas Private Investment Corporation at 
September 30, 1993 and 1992, and the results of its operations and its cash flows 
for the years then ended in conformity with generally accepted accounting 
principles. 


Bec Wotuhew 
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BALANCE SHEET 
At SepTeMBER 30 (S$ in thousands) 


Overseas Private INVESTMENT CORPORATION 


1993 1992 
ASSETS 
Cash and investments: 
Cash (Note 4) $ 71,290 s 48,449 
U.S. Treasury securities, at amortized cost plus accrued interest (Note 7) 1,942,033 1,798,551 
2,013,323 1,847,000 
Direct loans outstanding of $53,128 and $64,481 less allowance for 
uncollectible loans of $7,286 and $8,098 in FY 1993 and FY 1992 (Notes 2 and 9) 45,842 56,383 
Accounts receivable resulting from investment guaranties of $61,125 and $34,397 less 
allowance for doubtful recoveries of $21,741 and $8,254 in FY 1993 and FY 1992 (Note 10) 39,384 26,143 
Assets acquired in insurance claims settlements of $20,284 and $21,514 less allowance for 
doubrful recoveries of $14,429 and $13,403 in FY 1993 and FY 1992 (Note 10) 5,855 8,111 
Accrued interest and fees 3,910 4,27) 
Accounts receivable 4,320 5,201 
Furniture, equipment and leasehold improvements at cost less accumulated depreciation 
and amortization of $2,360 and $998 in FY 1993 and FY 1992 (Notes 2 and 14) 8,918 7,807 
Torat Assets $ 2,121,552 | $ 1,954,916 
LiaBiLities, CAPITAL AND RETAINED EARNINGS 
Liabilities: 
Reserve for political risk insurance (Note 2) $ 42,000 s 42,000 
Reserve for investment guaranties (Note 2) 25,000 19,200 
Accounts payable and accrued expenses 23,278 16,689 
Borrowings from U.S. Treasury and related interest (Note 6) 7,757 78 
Unearned premiums 24,345 22,923 
Accrued dividend (Note 5) 0 17,074 
Deferred income & rent incentives from lessor of $13,544 and $10,686 net of 
accumulated amortization of $1,528 and $693 in FY 1993 and FY 1992 (Note 14) 12,016 9,993 
134,396 127,957 
Contingent liabilities (Notes 8, 9, and 16): 
Capital and retained earnings: 
Contributed capital 50,000 50,000 
Credit appropriations (Note 5) 13,918 9,973 
Statutory Reserves: 
Insurance (Notes 8 and 11) 1,287,231 1,287,231 
Guaranty (Notes 9 and 11) 479,755 479,755 
Ketained Earnings 156,252 0 
1,987,156 | 1,826,959 
Torat Liapiuities, CAPITAL AND RETAINED EARNINGS $ 2,121,552 $ 1,954,916 


The accompanying notes are an integral part of the financial statements. 
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STATEMENT OF INCOME 
For THE Years ENpeD SerTemMBerR 30 (S$ in thousands) 


Overseas Private INVESTMENT CORPORATION 


1993 1992 
REVENUES 
Political risk insurance (Note 8) 44,073 $ 38,516 
Investment financing 20,531 21,052 
Other operating income 458 528 
Interest on U.S. Treasury securities 139,736 129,980 
204,798 | 190,076 | 
EXPENSES 
Provisions for reserves: 
Political risk insurance (Note 2) 4,877 $ 4,220 
Investment financing (Notes 2 and 9) 19,510 3,934 
Salaries .nd benefits 10,609 10,466 
Rent, communications and utilities (Note 14) 4,082 2,275 
Contractual services 2,313 2,568 
Travel 811 761 
Reimbursed lease-related expenses (Note 14) 40 4,463 
Depreciation and amortization 1,382 750 
Other general and administrative expenses 977 783 
44,601 | 30,220 | 
Net INCOME 160,197 | $ 159,856 | 


STATEMENT OF CAPITAL AND RETAINED EARNINGS 
For THE Two Years Enpep Serremper 30, 1993 ($ in thousands) 


Overseas Private INVESTMENT CORPORATION 


CONTRIBUTED Crepit RETAINED | 
CAPITAL | APPROPRIATIONS STATUTORY RESERVES EARNINGS TOTAL 
| INSURANCE GUARANTY | 
(Notes 8 (Notes 9 
AND 11) AND 11) 
BaLance SerremBer 30, 1991 $ 50,000 | $ 0 | $1,136,817 | $ 479,755 | $ 531 | ‘b 1,667,103 
Net Income 159,856 159,856 
Transfers from retained earnings 150,414 (150,414) 0 
Credit Appropriations Received 17,074 17,074 
Credit Appropriations Used (7,101) 7,101 0 
Dividend declared to Treasury (17,074) (17,074) 
BaLance Serremper 30, 1992 $ 50,000 | $ 9,973 | $ 1,287,231 | $ 479,755 | $ 0 | $ 1,826,959 
Net Income 160,197 160,197 
Credit Appropriations Received 17,928 17,928 
Credit Appropriations Disbursed (13,983) 13,983 0 
Dividend pa‘d to Treasury (17,928) (17,928) 
BALANCE Serremeer 30, 1993 $ $50,000 | $ 13,918 | $ 1,287,231 | $ 479,755 | $ 156,252 | $ 1,987,156 | 


The accompanying notes are an integral part of the financial statements. 
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STATEMENT OF CASH FLOWS 


For THE YEARS ENDED SerTemMBER 30 ($ i» thousands) 


Overstas Prarvare InvestMent Corporate wn 


1993 1992 
CasH FLows FROM OPERATING ACTIVITIES: 
Cash received from insurance clients $ 45,495 $ 40,262 
Cash received from finance clients 20,893 20,013 
Cash received from preinvestment clients 458 2,777 
Payments to suppliers and employees (11,977) (15,515) 
Interest received 143,369 113,065 
Assets acquired (38,060) (21,496) 
Claim recoveries 12,532 8,645 
Insurance claim payments (3,851) (220) 
Net Cash Provipep sy OperaTInG ACTIVITIES $ 168859 | $ 147,532 | 
CasH FLows FROM INVESTING ACTIVITIES: 
Maturity of U.S. securities $ 178,000 $ 902,912 
Purchase of U.S. securities (325,115) (1,024,199) 
Disbursement of direct loans (4,590) (14,404) 
Repayment of direct loans 13,544 9,990 
Acquisition of leasehold improvements (8) 0 
Acquisition of furniture and equipment (695) (640) 
~ Cast Usep in Investinc Activities $ (138,864)| $ (126,341)] 
Cash FLows FROM FINANCING ACTIVITIES: 
Dividends paid to U.S. Treasury $ (35,002)| $ 0 
Credit appropriations received 17,928 17,074 
Credit Reform borrowings from Treasury 7,678 78 
A.1.D. fund transfers received 2,242 6,963 
Cash restricted for: 
Credit Reform (8,961) (10,882) 
Pre-Credit Reform (20,085) (16,852) 
A.LD. (2,228) (6,977) 
Casu Usep tn Financinc Activities $ (38,428)| $ (10,596)| 
Net (D®CREASE) INCREASE IN CASH, UNRESTRICTED ‘ (8,433) $ 10,595 
CASH AT BEGINNING OF YEAR, UNRESTRICTED 10,954 359 
CASH AT END OF PERIOD, UNRESTRICTED $ 2521| $ 10,954 | 


The accompanying notes are an integral part of the financial statements. 
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Nores To 


FINANCIAL STATEMENTS 


Overseas Private INVESTMENT CORPORATION 
SerremsBer 30, 1993 anp 1992 


STATEMENT OF 
Corporate PurRPOSE 


The Overseas Private Investment Corporation (OPIC) is a self- 
sustaining U.S. Government agency created under the Foreign Assis- 
tance Act of 1961 (FAA), as amended, to facilitate U.S. private 
investment in developing countries and emerging market economies, 
primarily by offering political risk insurance, investment financing, and 
preinvestment support. 


SUMMARY OF 
SIGNIFICANT ACCOUNTING POLICIES 


Revenvit RECOGNITION 

Guaranty fees are amortized over the applicable loan period. Interest on 
wans is accrued based on the principal amount outstanding. Kevenue 
from both loan interest payments and guaranty fees which are more than 
90 days past due is recognized only when cash is received. Revenue from 
political risk insurance premiurns is recognized on a pro-rata basis over 
the contract coverage period. Accretion of premium and discount on 
investment securities is amortized into income under a method approxi- 
mating th: effective yield method. 


Reserves ror Powrricat Risk INSURANCE AND INVESTMENT GUARANTIES 
The reserves for political risk insurance and investment guaranties 
provide for losses inherent in those operations. These reserves are 
general reserves available to absorb losses related to the total insurance 
and guaranties outstanding, which are off-balance sheet commitments. 
The reserves are increased by provisions charged to expense and 
decreased for claims settlements. 


The provisions tor political risk insurance and investment guaranties are 
based on management's evaluation of the adequacy of the related 
reserves. This evaluation encompasses consideration of past loss 
experience and other factors, in. uding changes in the composition and 
volume of the insurance and guaranties outstanding, and worldwide 
economic and political conditions. 


A.cowance ror Unvoiiecriaie Loans 

The allowance for incollectible loan amounts and related accounts 
receivable is based on management's periodic evaluations of the loan 
portfolio. In its evaluation, management considers numerous factors, 
including, but not limited to, general economic conditions, loan 
portfolio composition, and prior loan loss experience. 


Casn ann InvesTMenTs HELD ay THE U.S. Treasury 

Substantially all of OPIC’s receipts and disbursements are processed by 
the U.S. Treasury, which, in effect, maintains OPIC’s bank accounts. 
For the purposes of the Statement of Cash Flows, OPIC’s unrestricted 
funds in the U.S. Treasury are considered cash. 


IevestmenT in U.S. Trtacury Securrries 

By statute, OPIC is authorized .o invest funds derived from fees and 
other revenues related to its insurance and preinvestment programs in 
U.S. Treasury Securities. Investments are carried at face value net of 
unamortized discount or premium and are generally held to maturity. 
OPIC has the ability and intent to hold its investments until maturity or 
until the carrying cost can be otherwise recovered. 


VALUATION OF ASSETS ACQUIRED in CLAIMS SETTLEMENTS 
Assets acquired in <laims settlements are valued at the lower of manage- 
ment's estimate of the net realizable value of recovery or the cost of 


acquisition. 


OPIC acquires foreign currency in settlement of inconvertibility claims 
when an insured foreign enterprise ts unable to convert foreign currency 
into U.S. dollars as well as in some direct loan and investment guaranty 
collection efforts. The U.S. dollar equivalent is recordeu until utilized 
by OPIC or other agencies of the United States Government or until 
exchanged for U.S. dollars by the foreign government. 


the estimated useful life of the asset or lease term, whichever is shorter, 
with periods ranging from 5 to 15 years. 


AcqursiTion Coasts 
Casts of acquiring new insurance or finance business are expensed in the 
year incurred as such costs are not considered material. 


RECLASSIFICA TIONS 

In fiscal year 1993, the Statement of Cash Flows was reclassified to a 
direct method statement. In prior years, an indirect method was used. 
The com parative 1992 amounts shown in the Statement of Cash Flows 
have been restated to reflect the new presentation. Management believes 
the direct method gives a more meaningful presentation of OPIC cash flows. 


INTRAGOVERNMENTAL 
FINANCIAL ACTIVITIES 


OPIC, as a U.S. Government agency, ix subject to financial decisions 
and management controls of the Office of Management and Budget 
(OMB). As a result of this relationship, OPIC’s operations may not be 
conducted nor its financial position reported as they would be if OPTIC 
were not a government corporation. Furthermore, in accordance with 
international agreemen's reiating to its programs, as well as internal US. 
Government ope ating procedures, foreign currency acquired by OPIC 
can be used for U.S. Government expenses. This facility constitutes an 
additional means by which OPIC can recover U.S. dollars with respect 
to its insurance and investment financing programs which would 
otherwise be unavailable. 


4 

OPIC is restricted in its uses of certain cash balances, as described below. 
Cash balances as of September 30, 1993 and 1992 were as follows 
(dollars in thousands): 


Casn ACCOUNTS 1993 1992 
ResTRicTem 
Pre-€ redit Reform $39,085 $19,000 
Creda Reform 19,845 10,882 
A.LD. Fund Transfers 9841 7613 
UNRESTRICTED: 2,521 | 10,954 | 
Tora $71,290 | $48,449 | 
7 7 


The Federal Credit Reform Act established separate accounts for cash 
flows associated with investment financing activity approved prior to 
implementation of the Act, and invesment financing activity subject to 
the Act. OMB has precluded OPIC from investing its pre-Credit 
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Reform cash balances. Because those funds cannot be used for any 
purpose other than pre-Credit Reform financing activity, those balances 
are expected to continue to grow until they are determined to be 
unnecessary for OPIC’s operations, at which point they will be returned 
to the general fund of the U.S. Treasury pursuant to the Act. Credit 
Reform balances are also maintained in a form of uninvested funds, but 
the U.S. Treasury pays OPIC interest on those cash balances. Those 
balances are also expected to grow as the volume of Credit Reform 
financings grows over time. 


6 BORROWINGS FROM 
THE U.S. TREASURY 


In accordance with the Federal Credit Reform Act of 1990, the 
estimated long-term cost, or subsidy, of new investment financing 
activities is funded by direct appropriations (Note 5), while the balance 
must be funded by borrowings from the U.S. Treasury. [OPIC may not 
use funds accumulated through pre-Credit Reform activities, or through 
insurance operations, to make new direct loans or to pay new investment 
guaranty claims.] Borrowings for Credit Reform financings totaled $7.8 
million in 1993, and $78,000 in 1992. OPIC paid a total of $77,000 in 
interest to the U.S. Treasury during fiscal year 1993, and no repayments 
have been made under OPIC’s borrowing agreements with the U.S. 
Treasury. 


The Agency for International Development (A.1.D.) has entered into 
various memoranda of understanding with OPIC governing the transfer 
of funds from A.I.D. to OPIC to carry out specific program purposes. 
These cash balances may not be commingled with other OPIC cash and 
are available solely for the purposes of the individual agreements. Funds 
transferred to date cover preinvestment activity in Africa, Latin America, 


Eastern Europe, the former Soviet Union, and Asia. 


Future payments and interest rates for borrowings outstanding at 
September 30, 1993 are as follows (dollars in thousands): 


: INTEREST PRINCIPAL 
PAYMENT DUE IN: ote Ef Aeneeeen tion 
Fiscal Year 2002 5.68% 1,799 
Certain OPIC activities are subject to the Federal Credit Reform Act of 
TOTAL | $7,757 | 


1990, which was implemented as of October 1, 1991. The primary 
objective of Credit Reform is to identify the costs inherent in federal 
credit programs so that they may be compared more easily with the costs 
of other federal spending. To this end, the cost of OPIC’s credit 
activities—investment financing through direct loans and investment 
guaranties as well as credit-related administrative expenses—were 
financed in fiscal years 1992 and 1993 out of accounts funded by direct 
appropriations and borrowings from the U.S. Treasury under the terms 
of this Act. OPIC’s noncredit activities, including its insurance 
program, were not affected by this Act. 


In 1992 and 1993, OPIC received direct appropriations equivalent to 
the net present value of the anticipated long-term cost to the govern- 
ment of both direct and guaranteed loans—referred to as “subsidy” 
costs—as well as the administrative costs related to its credit program. 


The following table shows the status of appropriations r-ceived in 1992 
and 1993 for credit activities (dollars in thousands): 


Crepit APPROPRIATIONS RECEIVED DispurseD | UNDISBURSED 
1992 Credit subsidy costs $ 8,946 $ 6,415 $ 2,531 
1992 Credit administrative costs 8,128 7,776 352 
1993 Credit subsidy costs 9,800 0 9,800 
1993 Credit administrative costs 8,128 6,893 1,235 
Total $35,002 | $21,084 | $13,918 | 


During 1993, OPIC received $17.9 million in appropriations to cover 
present and future costs associated with credit transactions entered into 
in 1993. Costs incurred on these activities during 1993 were $6.9 
million, which were funded with appropriated money. Appropriations 
for subsidy costs are available for two years. OPIC committed an 
additional $10.3 million against the 1993 subsidy appropriations, but 
funds were not disbursed as of September 30, 1993. The remaining 
undisbursed appropriations have been recorded as appropriated capital 
as of September 30, 1993. 


OPIC paid two dividends to the U.S. Treasury in fiscal year 1993 for a 
total of $35 million, returning the full amount of appropriations 
received in fiscal years 1992 and 1993. These dividends were paid 
because, although OPIC was required to fund its credit activities 
through direct appropriations, it was able to meet all operating needs 
with current cash flows. 
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7 INVESTMENT IN 
U.S. TREASURY SECURITIES 


The amortized cost and estimated market value of investments in U.S. 
Treasury securities are as follows (dollars in thousands): 


Gross Gross Gross | EstimaTep 
a Amortizep | UNREALIZED | UNREALIZED MARKET 
Cost GAINS Losses VALUE 
At Sept. 30, 1993: $1,901,809 | $ 200,456 | $ 0 | $2,102,265 
At Sept. 30, 1992: $1,759,323 | $ 127,202 | $ (70)} $1,886,455 


The amortized cost and estimated market value of U.S. Treasury 
securities at September 30, 1993, by contractual maturity, are shown 
below. Expected maturities will differ from contractual maturities if 
OPIC exercises its right to sell securities prior to maturity (dollars in 
thousands): 


EsTIMATED 

AMORTIZED MARKET 

Cost VALUE 

Due in one year or less $ 214,172 $ 217,913 

Due after one year through five years 590,633 638,160 

Due after five years through ten years 191,829 212,777 

Due after ten years 905,175 1,033,415 

Torat $1,901,809 | $2,102,265 
' 


Proceeds from sales of investments in U.S. Treasury securities were 

$3 million and $161 million during 1993 and 1992, respectively. Gross 
gains and losses were less than $25,000 in both years. Accrued interest 
totaled $40 million at September 30, 1993 and $39 million at Septem- 
ber 30, 1992. 


§ INSURANCE 
PROGRAM 


Insurance revenues include the following components (dollars in 
thousands): 


As oF SEPTEMBER 30 1993 1992 
Political risk insurance premiums $42,046 $37,610 
Miscellaneous insurance income 2,027 906 
Torat INSURANCE REVENUE $44,073 | $38,516 | 


OPIC’s capital and retained earnings available for insurance at Septem- 
ber 30, 1993 and 1992 totaled $1.5 and $1.3 billion, respectively. 
Charges against retained earnings could arise from (A) outstanding 
political risk insurance contracts, (B) pending claims under insurance 
contracts, and (C) guaranties issued in settlement of claims arising under 
insurance contracts. 


(A) Powrricat Risk INVESTMENT INSURANCE 

OPIC issues insurance under limits fixed by the statutory authorization 
in the FAA. The utilization of these authorized amounts (excluding 
obligations under guaranties issued in settlement of claims) is as follows 
(dollars in thousands): 


UNUSED 
As or SEPTEMBER 30 Tota. | AUTHORITY | OUTSTANDING 
Statutory authorization: 
Section 235 of the FAA $9,000,000 | $2,481,000 $6,519,000 


OPIC insures investments against three different risks: inconvertibility 
of currency, expropriation, and political violence. Insurance coverage 
against inconvertibility protects the investor from increased restrictions 
on the investor's ability to convert local currency into U.S. dollars. 
Inconvertibility insurance does not protect against devaluation of a 
country’s currency. 


Expropriation coverage provides compensation for losses due to 
confiscation, nationalization or other governmental actions that deprive 
the investor of its fundamental rights in the investment. 


Insurance for political violence insures investors against losses caused by 
politically motivated acts of violence (war, revolution, insurrection or 
civil strife, including terrorism and sabotage). 


Claim payments are limited by the value of the investment at the time of 
the loss and the amount of coverage purchased, and may be reduced by 
recoveries from other sources. Losses on insurance claims may be further 
reduced by recoveries by OPIC as subrogee of the insured’s claim against 
the host government. 


Under most outstanding OPIC contracts, investors may obtain all three 
coverages, but aggregate claim payments may not exceed the single 
highest coverage amount. Management has incorporated this limitation 
in its calculation of the amounts shown as outstanding above. 


The outstanding amount is of little use in realistically evaluating the 
maximum exposure to insurance claims, however, because it includes 
insurance for v aich OPIC is committed but not currently at risk. 
Managernent Lelieves that a more accurate representation of potential 
exposure to future claims arising from OPIC’s insurance contracts can 
be obtained by assuming that the coverage under which the claim would 
be brought would be the coverage with the highest amount of current 
insurance in force (i.e., as to which OPIC is currently, not prospectively, 
at risk). Based on this assumption, management believes the maximum 
potential exposure of OPIC to claims at September 30, 1993 was $4.5 


billion. Insurance policies remain in force for up to 20 years. 


(B) PENDING CLAIMS 

At September 30, 1993, the total amount of compensation formally 
requested in insurance claims for which no determination of specific 
liability has yet been made was approximately $12.3 million. 


In addition to requiring formal applications for claimed compensation, 
OPIC’s contracts generally require investors to notify OPIC promptly of 
host government action which the investor has reason to believe is or 
may become a claim. Compliance with this notice provision sometimes 
results in the filing of notice of events that do not mature into claims. 


The highly speculative nature of these notices, both as to the likelihood 
that the event referred to will ripen into a claim and the amount, if any, 
of compensation that may become due, leads OPIC to follow a policy of 
not recording a specific liability related to such notices in its financial 
statements. Any claims that might arise from these situations are, of 
course, entirely encompassed in management's estimate of the nonspe- 
cific reserve for political risk insurance and in the maximum potential 
exposure under existing investment insurance contracts of $4.5 billion as 
of September 30, 1993 (Noze 8A). 


(C) Craims SETTLEMENT GUARANTIES 

OPIC also has off-balance sheet risk in connection with two claim 
settlements. In 1978 and 1984, OPIC entered into indemnity agree- 
ments with insureds under which OPIC could still be liable for up to 
$12.6 million. OPIC also settled a claim in 1991 through a guaranty of 


$30 million of host government obligations. 


9 INVESTMENT 
FINANCING 


OPIC offers investment financing through direct loans «. :4 investment 
guaranties, which may be issued only as provided in advance in 
appropriation acts. In fiscal years 1992 and 1993, direct loans and 
investment guaranties were committed in accordance with the Federal 
Credit Reform Act of 1990, pursuant to which loan disbursements and 
any claim payments for these commitments are funded through direct 
appropriations and borrowings from the U.S. Treasury. In fiscal years 
1992 and 1993, $8.9 million and $9.8 million, respectively, were 
appropriated for credit subsidy costs. OPIC is in compliance with all 
relevant limitations and subsidy appropriations guidance. 


(A) Direct Loans 

OPIC is authorized under Section 234(c) of the FAA to make loans to 
eligible firms for projects in developing and other eligible countries, on 
terms and conditions established by OPIC. 


Interest income is not accrued on direct loans which have payments that 
are more than 90 days past due. Loans with payinents more than 90 
days past due totaled $21 million at September 30, 1993 and $11 
million at September 30, 1992. If interest income had been accrued on 
those loans, it would have approximated $0.8 million during fiscal year 
1993 and $1.1 million during fiscal year 1992. Interest collected on 
delinquent loans and recorded as income when received amounted to 
$1.2 million and $0.7 million for fiscal years 1993 and 1992, respec- 
tively. 


Changes in the allowance for uncollectible loans during fiscal years 1993 
and 1992 were as follows (dollars in thousands): 


As or SEPTEMBER 30 1993 1992 
Beginning balance $8,098 $8,651 
Charge-offs (1,034) (3,909) 
Recoveries 0 1,033 
Provisions 222 2,323 


ENDING BALANCE 


(B) InvESTMENT GUARANTIES 

To promote overseas investments, OPIC guarantees certain U.S. 
investments in developing and other eligible countries. This guaranty 
authority is provided for under Section 234(b) of the FAA and includes 
guaranties of loans and other investments. OPIC’s loan guaranty covers 
the risk of default for any reason. In the event of a claim on OPIC’s 
guaranty, OPIC makes payments of principal and interest to the lender. 
The loans that are guaranteed can bear either fixed or floating rates of 
interest and are payable in U.S. dollars. OPIC’s losses on payment of a 
guaranty are reduced by the amount of any recovery from the borrower, 
the host government, or through disposition of assets acquired upon 
payment of a claim. Guaranties range in term from one to 15 years. 


Section 235 of the FAA requires OPIC to maintain a Guaranty Reserve, 
which is reflected in the Capital and Retained Earnings section of the 
Balance Sheet under the heading “Statutory Reserves.” At September 
30, 1993 and 1992, the statutory Guaranty Reserve totaled $479.8 
million. This reserve has not been increased since the implementation of 
the Federal Credit Reform Act since the Act places restrictions on 
OPIC’s use of previously built up capital. 


The following schedule reflects the cumulative status of the guaranty 
authority, commitments and outstanding balances (dollars in thou- 


sands): 


As oF SEPTEMBER 30 1993 1992 
Statutory authorization: Section 235 of the FAA $2,500,000 $1,500,000 
Less uncommitted authority (1,260,000) (434,000) 
Total outstanding commitments 1,240,000 1,066,000 
Less undisbursed commitments (657,000) (585,000) 
Guaranties outstanding (at risk) $ 583,000 |  $ 481,000 | 


I ASSETS ACQUIRED IN 
CLAIMS SETTLEMENTS 


Claim related assets may result from payments on claims under either 
the insurance program or guaranties for the investment financing 
program. Under the financing program, when OPIC pays a guaranteed 
party, a receivable is created. Under the insurance program, similar 
receivables reflect the value of assets, generally local currency or host 
country notes, that may be acquired as a resu!t of a claim settlement. 


y | STATUTORY RESERVES 
AND Fut FAITH AND CREDIT 


Section 235(c) of the FAA established a fund with separate accounts 
known as the Insurance Reserve and the Guaranty Reserve for the 
respective discharge of liabilities arising from investment insurance or 
from guaranties issued under Section 234(b) of the FAA. These reserves 
are reflected in the Capital and Retained Earnings section of the Balance 
Sheet as statutory reserves for each program: Insurance and Guaranty. 
These amounts may be increased by transfers from retained earnings or 
by appropriations. 


All valid claims arising from investment insurance and guaranties issued 
by OPIC constitute obligations on which the full faith and credit of the 
United States of America is pledged for full payment. Should funds in 
OPIC’s reserves not be sufficient to discharge obligations arising under 
investment insurance, and if OPIC exceeds its $100 million borrowing 
authority authorized by statute for its insurance program, funds would 
have to be appropriated to fulfill the pledge of full faith and credit to 
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which such obligations are entitled. Standing authority for such 
appropriations is contained in Section 235(f) of the FAA. The Federal 
Credit Reform Act of 1990 authorizes permanent, indefinite appropria- 
tions and borrowings from the U.S. Treasury, as appropriate, to carry 
out all obligations resulting from the investment financing program. 


" DISCLOSURES ABOUT FaiR VALUE 
i OF FINANCIAL INSTRUMENTS 


The estimated values of each class of financial instrument for which it is 
practicable to estimate a fair value at September 30, 1993 are as follows 
(dollars in thousands): 


CARRYING Fair 
As OF SEPTEMBER 30, 1993 AMOUNT VALUE 
FINANCIAL ASSETS 
Cash $ 71,290 $ 71,290 
U.S. Treasury securities 1,901,809 2,102,265 
Interest receivable on securities 40,224 40,224 
Direct loans 45,842 45,842 
Accounts receivable from investment guai.aties 39,384 39,384 
Assets acquired in insurance claims settlements 5,855 5,855 
FINANCIAL LIABILITIES 
Borrowings from the U.S. Treasury (7,757) (7,195) 


The methods and assumptions used to estimate the fair value of each 


class of financial instrument are described below. 


CasH 
The carrying amount approximates fair value because of the liquid 
nature of the cash, including restricted cash. 


U.S. TREASURY SECURITIES 

The fair values of the U.S. Treasury Securities are estimated based on 
quoted prices for Treasury securities of the same maturity available to 
the public. (OPIC is not authorized, however, to sell its securities to the 
public, but rather OPIC is restricted to direct transactions with the U.S. 
Treasury.) Interest receivable on the securities is due within six months 
and is considered to be stated at its fair value. 


DIRECT LOANS, ACCOUNTS RECEIVABLE RESULTING FROM INVESTMENT 
GUARANTIES, AND ASSETS ACQUIRED IN INSURANCE CLAIMS SETTLEMENTS 

These assets are stated on the balance sheet at the amount expected to be 
realized. This value is based on management’s quarterly review of the 
portfolio and considers specific factors related to each individual 
receivable. The stated value on the balance sheet is also management's 
best estimate of fair value for these instruments. 


BorROWINGS FROM THE U.S. TREASURY 

The fair value of borrowings from the U.S. Treasury is estimated based 
on the face value of borrowings discounted over their term at year-end 
rates. These borrowings were required by the Federal Credit Reform 
Act, and repayment terms are fixed by the U.S. Treasury in accordance 
with that Act. 


INVESTMENT GUARANTIES COMMITTED AND OUTSTANDING 

OPIC’s investment guaranties are intended to provide a means of 
mobilizing private capital in markets where private lenders would be 
unwilling to lend without the full faith and credit of the U.S. Govern- 
ment. Given the lack of marketability of OPIC’s investment guaranties, 
it is not meaningful to calculate the fair value of these instruments. 
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OPIC’s statement of cash flows is presented based on actual cash flows. 
The following schedule provides a reconciliation of net income to net 
cash provided by operating activities: 


For THE YEARS ENDED SEPTEMBER 30 1993 1992 
$160,197 | $159,856 


NET INCOME 
Adjustments to reconcile net income to 
net cash provided by operating activities: 


Provisions for: 


Political risk insurance 4,877 4,220 

Investment financing 19,510 3,934 
Amortization of premiums on U.S. securities 7,142 4,372 
Amortization of discounts on U.S. securities (2,523) (6,969) 
Depreciation and amortization 1,382 750 
Premiums earned (42,108) (37,610) 
Premiums received 43,530 39,356 
(Decrease) Increase in accounts payable 5,712 2,309 
Increase in accrued interest and fees (624)} (15,315) 
Decrease in accounts receivable 911 2,207 
Assets acquired in claims settlements (38,060)} (21,496) 
Recoveries on assets acquired in claims settlements 12,532 8,646 
Insurance reserve claim payments (3,851) (220) 


Increase in deferred rent and incentives from lessor 232 3,492 
$168,859 | $147,532 | 


CasH Provipep BY OPERATING ACTIVITIES 
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OPIC moved to 1100 New York Avenue, N.W. during fiscal year 1992. 
Lease terms for the new space included various incentives from the lessor 
under which a fund was established to cover various costs associated with 
the move to the new building. Costs covered by the fund include all 
costs associated with terminating OPIC’s obligations under its lease at 
1615 M Street, N.W., including the transfer of office furniture and 
equipment to new tenants, as well as leasehold improvements in the new 
building to accommodate OPIC’s needs. Total incentives from the new 
lessor to cover these costs were $14.1 million. The value of these 
incentives is deferred in the balance sheet and will be amortized to 
reduce rent expense on a straight-line basis over the 15-year life of the 
lease. 


Rental expenses for 1993 and 1992 were approximately $2.7 million and 
$1.7 million, respectively. Minimum future rental expenses under the 
15-year lease at 1100 New York Avenue, N.W. will be approximately 
$2.7 million annually, with additional adjustments tied to the consumer 
price index. 


y | 5 PENSIONS 


OPIC’s employees are covered by the Civil Service Retirement System 
(CSRS) or the Federal Employee Retirernent System (FEF.S). For 
CSRS, OPIC withholds 7 percent of employees’ gross earnings. Their 
contributions are then matched by OPIC, and the sum is transferred to 
the Civil Service Retirement Fund from which this employee group will 
receive retirement benefits. For FERS, OPIC withholds 0.8 percent of 
employees’ gross earnings; in 1993, OPIC contributed 12.9 percent. 


This sum is transferred to the FERS fund from which the employee 
group will receive retirement benefits. An additional 6.2 percent of the 
FERS employees’ gross earnings are withheld and sent to the Social 
Security System from which the FERS employee group will receive social 
security benefits. 


Both employee groups may elect to participate in the Thrift Savings Plan 
(TSP). Based on employee elections, 0 to 5 percent of gross CSRS 
earnings are withheld and 0 to 10 percent of gross FERS earnings are 
withheld. FERS employees receive an automatic | percent contribution 
from OPIC. FERS employee elections are matched up to a total! of 

5 percent. 


Although OPIC funds a portion of employee pension benefits under th 
CSRS, the FERS and the TSP and makes necessary payroll withholdings, 
it has no liability for future payments to employees under these 
programs. Furthermore, OPIC does not disclose the assets of the CSRS, 
FERS or TSP nor does it disclose actuarial data with respect to accumu- 
lated plan benefits or any unfunded pension liability. Paying retirement 
benefits and reporting |. a assets and actuarial information is the 
responsibility of the U.S. Office of Personnel Management and the 
Federal Retirement Thrift Investment Board, which administer these 
plans. Data regarding the CSRS’ and FERS’ actuarial present value of 
accumulated benefits, assets available for benefits, and unfunded pension 
liability are not allocated to individual departments and agencies. 


I OTHER 

CONTINGENCIES 
OPIC is currently involved in certain legal claims and has received 
notifications of potential claims in the normal course of business. 


Management believes that the resolution of these matters will not have a 
material adverse impact on the Corporation. 


I 7 STATUTORY 
COVENANTS 
OPIC’s enabling statute stipulates both operating and financial 


requirements with which OPIC must comply. In management's 
opinion, OPIC is in compliance with all such requirements. 
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